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CURRENCY PROBLEMS IN THE ORIENT 

JEREMIAH W. JENKS 

In our heated discussions of the money question 
during the last few years there have been predictions of 
enhanced prosperity, forebodings of dire disaster ; but in 
our business life, with rare exceptions, we have had 
relatively little variety in experience to give us trust- 
worthy data for sound judgment on the permanent 
effects of monetary changes. In the Orient, on the 
other hand, we find grouped together differing monetary 
systems under similar conditions, and similar monetary 
systems under differing conditions, so that we have a 
variety of experience from which we may perhaps hope 
to derive some rather general principles. 

In this discussion I hope from a brief example or 
two, not indeed to derive new principles of monetary 
legislation, but rather to give new emphasis to some old 
principles by which we may attempt to forecast the gen- 
eral effect of a proposed change in a monetary system and 
possibly even roughly to measure the beneficial or in- 
jurious result of such change. I shall try, then, to 
apply briefly these principles to the situation in the 
Philippines. 

Currency questions have usually been treated by 
economists in connection with the subject of the pro- 
duction of wealth, exchange being considered as part of 
the productive process. Lawmakers in their discus- 
sions have, of course, attempted to show how changes in 
the money system affect the welfare of the people. In 
their analyses they have spoken of the interests of the 
debtor versus those of the creditor classes. At times 
they have mentioned even the effects upon laborers and 
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house-keepers. In the last two presidential campaigns 
the analysis of social results went even somewhat 
farther. Speaking generally, however, the importance 
of considering the currency from the view point of the 
consumer, the man eating to live, using wealth to do 
his work, has been neglected. We have thought first 
of the effects of a change in the monetary system on 
the business community in general, only later of the 
way in which the change might cause a redistribution 
of wealth among different classes with a consequent 
change in the habits of life of these classes. 

In the Orient, where the standard of living is low 
so that a partial failure of crops necessitates the re- 
mission of taxes in order to prevent starvation, one 
thinks more of the effects of changes in the currency 
upon social classes. Moreover the classes are so sharply 
divided that they are naturally kept separate in dis- 
cussion. Orators speak less of debtors and creditors, 
or even of employers and laborers, but more of white 
men acting as bankers, traders, or planters, of Indians 
acting as rulers, merchants, or agriculturists, of the 
Chinese as traders or coolies, and of the various castes 
with their differing occupations. The whole social 
structure of the Orient thus leads to the consideration 
of most practical economic questions with reference to 
the various social classes. 

From this point of view we may wisely consider the 
currency question, and illustrate by examples. The 
experiences of India in connection with its currency 
since 1872 have been most striking. Under the system 
of free coinage of silver, which obtained until 1893 
while the value of silver was falling in comparison with 
gold, the value of the Indian rupee as compared with 
the English shilling was of course likewise falling at 
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rates varying from time to time. The total fall in the 
rupee from 1872 to 1893 was from some two shillings 
to less than thirteen pence for exchange on London, 
Practically half the value of the rupee was lost. Of 
course the British officials, whose pay had been largely 
in silver rupees but whose purchases were to a con- 
siderable extent goods manufactured in gold standard 
countries and whose savings were transmitted to Eng- 
land for use, naturally felt seriously the fall. They had, 
in effect, lost half their salaries except as the govern- 
ment had made compensation. Likewise the Indian 
government, with its large interest burden payable in 
gold, but with its income, speaking generally, receivable 
in silver rupees, felt the change. In consequence re- 
visions of the tax rate and impositions of new taxes 
were employed to lessen the burden ; but at length 
these measures seemed no longer practicable, and the 
government was forced to consider the question of some 
change in monetary policy. 

As soon, however, as it was proposed to stop the free 
coinage of silver and to provide for fixing the rate of 
exchange with gold, vigorous protests were heard from 
many quarters. Especially loud in their protestations 
were many Englishmen who were producers of goods 
for export from India to England or to other gold stand- 
ard countries and also certain classes of native agricultur- 
ists whose products were also intended chiefly for ex- 
port. Time does not permit a discussion of the details 
regarding these clashing interests, but it is important 
to indicate the nature of the problem. How would the 
change of currency policy affect the different classes in 
the community ? 

The chief source of profit of the large bankers in the 
East has been in buying and selling exchange. Since 
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they, speaking generally, were better informed than 
most of their customers, although they at times lost from 
the fluctuation in the rates of exchange brought about 
by changes in the relative values of silver and gold, 
they usually gained. The manager of one of the great 
banks in Calcutta said a year ago, " Since the rate of 
exchange has been fixed we do not lie awake nights 
from anxiety so much as we used to, but the business is 
much-less interesting, and while less risky, it is also less 
profitable." 

Importing and exporting merchants were affected ac- 
cording to temperament. Those who enjoyed the ex- 
citement of speculation did not object to the fluctua- 
tions in exchange. They kept themselves well in- 
informed, took risks when it seemed advisable, and at 
other times were willing to pay somewhat to have the 
banks fix a rate of exchange in advance. Those who 
were more conservative and disliked the gambling ele- 
ment introduced by rapid fluctuations were eager for a 
fixed rate of exchange. In both cases it is perfectly 
clear that the element of risk partakes to a considerable 
extent of the nature of gambling, and that what one 
party makes the other loses. 

This same principle, that what one party gains from 
a variation in the rate caused by a depreciating or fluctu- 
ating currency another loses, has not been so apparent 
in connection with the stimulus given to export trade 
by a falling rate of exchange. It has been repeatedly 
urged that business is greatly aided by a falling rate, 
inasmuch as those who produce for export, selling their 
goods at a steady price in a gold country, receive there- 
for a continually increasing quantity of silver ; whereas 
their expenses, being paid mostly in silver, do not in- 
crease proportionately. To take, for example, the tea 
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producers of Ceylon. There can be no question but that 
for years they paid their laborers substantially the same 
rates of wages in silver rupees, while they received 
steadily, so far as this one factor was concerned, an in- 
creasing amount of silver. Under these circumstances 
they were continually profiting from the fall in silver, 
assuming, for the sake of the argument, that the gold 
price of their product remained the same. It is of 
course a fact that with these increasing profits competi- 
tion among themselves, as well as the rapidly increasing 
output, tended to reduce materially the gold price of 
tea. That fact, however, is somewhat aside from the 
present argument. There was doubtless an immediate 
gain from the falling exchange. 

In this case, now, did the laborer lose what his em- 
ployer gained from the fall in silver? There is no 
evidence to show that he did. His articles of consump- 
tion were largely cocoanuts and rice or other grains, of 
which the prices were often not affected by the fall in 
the value of silver, but depended mainly upon local 
conditions substantially the same as did his wages. His 
wages, then, yielded him as many comforts as before, 
aside from the very little that was expended for im- 
ported cottons and similar material. The prices of 
these, though actually less from the fall in gold prices 
in England, still were kept higher by the fall in silver 
than they otherwise would have been. Is this, then, a 
case of a gain to the employer from the falling price of 
silver without a corresponding loss to some one else ? 
We need to trace the rupees further. If the laborer in 
buying his food paid the rupees out to other natives 
whose articles of consumption were also not affected by 
the fall in the price of silver, no loss was yet felt ; but 
eventually the rupees did come into the hands of those 
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who were in direct touch with gold exchange, and these 
were the losers. In the greater part of India it is proba- 
ble that the eventual loser under these circumstances 
was generally the government. The rupees, passing 
through the hands of the natives, affected their lives 
comparatively little, inasmuch as they were consuming 
chiefly local goods ; but when the government received 
them in taxes, inasmuch as its chief obligations had to 
be met in gold it suffered. And if instead of the gov- 
ernment any individual, like a government official with 
business in England, one whose obligations had to be 
met in gold, received the rupees, he felt the loss corre- 
sponding to the tea planters' gain. Probably in most 
cases, as has been stated, the producer for export, native 
or European, gained ultimately rather at the expense of 
the government than of any special class in the commu- 
nity. 

The gain to the exporter was also accompanied by a 
corresponding loss to the importer for consumption, who 
had to pay a steadily increasing number of rupees for 
the imported goods which he consumed. After the 
stoppage of free coinage in India had checked the fall 
in the value of the rupee and it in turn began to rise, 
each class was affected in a way opposite to that just 
described. 

No shifting of the relative value of the currency, then, 
can be said, speaking generally, to benefit one class in 
the community without a corresponding loss on the part 
of some others in that community unless the change 
directly increases or lessens production. It is possible, 
however, that in individual cases this may be the effect. It 
is even probable that for a time the large profits secured 
by the Ceylon tea producers led to the investment of 
considerably more capital from Europe than would have 
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otherwise come. It seemed even to be the opinion of the 
Ceylon Currency Committee, appointed in 1893, that 
this added prosperity which had come through the 
stimulus to business was enough to more than offset the 
loss which had come to the government from the fall in 
exchange — and this may well be true. I have men- 
tioned the tea producers. The same results, so far as 
this factor is concerned, were felt by the wheat growers, 
doubtless in part by cotton growers, as their product 
came into competition with a foreign product, and by 
others. The fact that there may have been an overpro- 
duction and a crisis, as really happened in tea produc- 
tion, does not affect this general conclusion. 

On the other hand, for a country differently situated 
the fluctuations in the rate of exchange doubtless would 
discourage the investment of capital enough to more 
than offset the gain that would come to certain classes 
in the community. The first principle, then, which I 
wish to emphasize is this : Speaking generally (I grant 
minor exceptions), any gain which comes to one class 
in a country from a falling or rising value of the cur- 
rency compared to that of another country with which 
it has business relations is substantially offset by a cor- 
responding loss to another class. 

If the class which gains is one that sells goods to or 
receives payment of obligations from the foreign 
country, the class which bears the corresponding loss is 
the one directly or indirectly buying goods from or pay- 
ing obligations to that country. Other classes are not 
affected directly, though minor indirect influences may 
be felt. There is no possibility, by changing a cur- 
rency system along the lines indicated, of direct benefit 
or injury to all classes of the people. 
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To consider next the question of benefit or injury to 
the country as a whole. The method of estimating the 
advantage or disadvantage to a country as a whole from 
this artificial redistribution of wealth brought about by 
a change in the currency system is to consider whether 
the classes benefitted are, on the whole, of more assist- 
ance to the country than the classes injured. It is not 
necessarily entirely a question of numbers, though num- 
bers of course are to be carefully considered. President 
Walker, in his discussion of the money question, is in- 
clined to believe that a currency very slowly depreciat- 
ing from natural causes as compared with goods is bene- 
ficial to the country, inasmuch as it gives a certain 
" fillip " to industry by rendering the burdens of the 
most enterprising class in the community, the en- 
trepreneurs, steadily lighter, while the burden is borne 
by the retired capitalists. In the same way we might 
possibly say that the stimulus which has come from the 
silver standard in some of the countries of the East has 
been beneficial to the country concerned, inasmuch as it 
has increased the profits of those who had enterprise and 
who were engaged in opening up the country, thus 
ultimately benefitting all, while those who suffered were 
the unenterprising who without the pressure from the en- 
ergetic would have let the country, themselves included, 
stagnate. For example, in Sumatra the gainers would 
have been the planters ; the losers persons like the Chi- 
nese coolies, so far as they did actually feel the effect, 
whose prosperity would have gone to the benefit of 
China rather than to that of Sumatra. The question of 
justice or political policy in distinction from economic 
gain is not discussed in this connection, though it may 
well be the one of chief importance. 
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This is not the place to discuss in detail the way in 
which the various currency systems have worked in 
the countries of the Orient. The principles laid down 
may be found exemplified in various ways. In the 
Federated Malay States and the Straits Settlements, for 
example, the profits to the bankers, the exporting pro- 
ducers, etc., have been made to a considerable extent 
apparently at the expense of the Chinese coolies, al- 
though the latter have doubtless never become conscious 
of it in most cases, and in fact in many instances have 
passed their silver on without loss till it reached the 
hands of some one dealing with gold countries. In 
part, also, the gain has been at the expense of the 
governments and of the European consumers of im- 
ported goods. In Sumatra, as indicated above, where 
with the Dutch gold standard and silver coins at a fixed 
par of exchange, employed in official business, has 
been combined also the customary free silver money 
of the Straits Settlements, used on the plantations for 
the payment of coolies and in general for ordinary 
business, similar effects are seen. 

In Java, on the other hand, where the Dutch system, 
mainly a silver currency with a fixed rate of exchange 
with gold, has obtained since 1877, we find freedom 
from the speculative tendencies of the silver standard ; 
but at the same time experience has shown that the 
serious depression in certain lines of industry, as coffee 
planting, tea planting, sugar planting, etc., brought 
about by falling prices in Europe or by other extraneous 
causes, has not had any offsetting advantage for the 
planters coming through the fall in the rate of exchange. 
It is entirely possible, however, that on the whole the 
gains to laborers and to government have been equal to 
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or have surpassed the losses to the planters. It is at 
least probable that owing to the fact that the business 
of Java is carried on almost solely through the home 
country it would not have been wise for Java to adopt 
a silver standard contrary to the system used in the 
home country, even though the planters are the enter- 
prising class. But that the producers have felt the dis- 
advantage of competition with silver countries is beyond 
question. 

It is of special interest now for us to consider briefly 
the situation in the Philippines. The same principles 
apply there. The gainers from the silver standard have 
been the bankers, to a considerable extent the large 
merchant firms, and the large producers when they have 
been themselves the exporters. Generally speaking, 
however, these are European merchants who have 
bought from the producers, and there is reason to be- 
lieve that competition has not been vigorous enough to 
keep them from being the gainers, rather than the pro- 
ducers from whom they bought. The losers have been 
the Filipinos, who have sold their products at silver 
rates, who have received their wages in silver, and who 
have bought imported goods ; also government officials 
and the government that has received its taxes in the 
depreciated coins. The fact that in the Philippines the 
taxes have been largely indirect has not lessened mate- 
rially the burden upon the government. 

It seems to be a settled fact that the Filipinos will in- 
crease and increase rapidly their consumption of im- 
ported goods, imported machinery, etc., within a com- 
paratively few years, so that if the silver standard were 
retained and silver were to continue to fall, the burden 
would rest the more heavily upon them. There is no 
especial reason for thinking that they would or could do 
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the work which has been done heretofore by the for- 
eign merchants, exporters, and bankers, and thus make 
the gains coming from a falling rate. 

The general principles, then, which experience 
throughout the Orient seems to substantiate show that 
a country cannot wisely fix its standard of money with- 
out making a careful study of the effect of the proposed 
standard upon the redistribution of wealth in the com- 
munity. The advantage or disadvantage to the coun- 
try of increasing the prosperity of one class at the 
expense of another cannot be overlooked, and the ques- 
tion is essentially a class question. Aside from the 
question of economic gain or loss there must be kept in 
mind also that of justice or injustice, and, from the 
political point of view, likewise there must be considered 
the sense of appreciation of gain or loss and of justice 
and injustice on the part of the persons affected. These 
last questions may well outweigh in importance the 
purely economic question of the redistribution of wealth. 



